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The Influence and Weight of 
Debt Charges Upon Cost 


BY HON. H. H. STEVENS 
Minister of Trade and Commerce for Canada 


(Before Montreal Chapter, October 6, 1933) 
(As reported in the Montreal Daily Herald. Several tables which 
accompanied his address are also reproduced herewith.) 


é¢6C* UBSTANTIAL downward revision of interest rates is essential 
S if Canadian industry and agriculture is to escape a burden 
which, otherwise, will crush it completely,” Hon. H. H. Stev- 

ens, Minister of Trade and Commerce declared last night in address- 
ing the Montreal chapter of the Canadian society of Cost Account- 
ants and Industrial Engineers in the Windsor hotel. “In my opinion 
everything conceivable ought to be done in this country to bring down 
the general rate of interest charges bearing upon enterprise” he stated. 
“While in times of abundance, extravagance and wild gambling 
rates may be set at six, eight or even 10 per cent, these cannot be 
justified as normal conditions and the rates should be greatly lowered.” 
Mr. Stevens outlining what he considered justifiable rates under 
present conditions said a rate around three and a half per cent on 
bonds ought to be attractive; a rate around five per cent for the gene- 
ral householder should be considered the normal rate in that category. 


Farmer Can’t Afford High Rate 


“I don’t think, speaking of agriculture,” he added, “that any 
farmer can afford to pay eight per cent out of the ordinary farming 
operations carried out in this or in any other country today.” 

The minister said there was an equity in those things that must 
be recognized. It was the duty of the trained mind to so conduct 
an analysis of such matters that they got into the public mind and 
conscience so that accurate knowledge would be obtainable 

The subject of his address was “The Influence and Weight of 
Debt Charges upon Cost—In Industrial Production and Public Ad- 
ministration.” There was a large attendance, with the chairman, 
D. R. Patton, in the chair. He referred to Mr. Stevens in his introduc- 
tion, as “the father of technical education in Canada.” 

Mr. Stevens said he had told the manufacturers about a year ago 
that, in his opinion, the financial interests in business had, perhaps, 
too large a part in the determination of the policies of industry and 
commerce. That was not said to depreciate the value of the financier 
in business affairs, but he desired to emphasize the fact that the train- 
ed technical men on the staff of business and industrial concerns ought 
to play a more important role in the direction of the destinies of their 
businesses. 


Great Improvement In Operating Costs 


The great improvement in operating costs in recent years had 
been largely due to cost accountants. Controlled expenditures hither- 
to had been the chief field of their operations, but the field of uncon- 
trolled expenditures was becoming increasingly more serious. 
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Pointing out the technical differences in controllable and uncon- 
trollable expenditures, Mr. Stevens went on to say that in the final 
analysis no expenditures really were uncontrollable, and the opportun- 
ity for control actually precedes the consciousness of danger. 

In times of buoyancy a business concern will borrow heavily and 
contract to pay a certain rate of interest which at the time might be 
called the current rate, but actually is not warranted by the nature 
of the business under review. Then during the period of the debt it 
becomes uncontrollable expenditure. 

“Your business as cost accountants is to seize the opportunity 
when contro! can be exercised and see that the business is not handi- 
capped by the imposition of a long contractual arrangement in re- 
spect to interest.” 

Proceeding, Mr. Stevens went into detailed figures of the public 
debt of Canada—Dominion, provincial and municipal—amounting to 
$6,875,000,000; corporation and railway debts amounting to $2,097,- 
000,000; on which the annual interest charges amounted to $427,- 
000,000. 

The farm mortgage debt totalled $700,000,000. The public in- 
debtedness of $2,332,000,000 in 1914, had increase to $8,972,000,000 
according to latest figures. 

“This is not all due to the war” he went on to say. “Undoubtedly 
the major portion of the Dominion debt is due to the war. The rail- 
ways increase is in part, though not wholly, due to public ownership. 
These are things worth very careful study and analysis.” 

The increase in the indebtedness of corporations was not due to 
bona fide developments, in his opinion, but was due in part to the 
water that had been poured into the capital structure of industry. 
The causes of the provincial indebtedness included extravagance, or- 
dinary legitimate developments, automobiles, in respect to which large 
sums had been spent on highways. It was not yet decided whether 
such construction had been beneficial, and to what extent, or extra- 
vagant. 

“While our population has increased in that period by 36 per cent, 
our Dominion debt has increased 725 per cent, provincial governments’ 
debts by 388 per cent, railway debt 88 per cent, corporation debts 
489 per cent and municipal debts 160 per cent. 

“The percentage of increase is out of all proportion to the in- 
crease in population” he said. “To apply a test here, the manufac- 
turing production has increased 141 per cent and yet corporation 
indebtedness has increased 489 per cent.” 

Mr. Stevens went on to a consideration of the distribution of the 
country’s indebtedness, and said it was a matter for some encourage- 
ment to find that Canadian holdings of bonded indebtedness had in- 
creased from 38 to 61 per cent; while bond issues were being more 
readily absorbed in Canada nowadays than formerly. “This brings 
into our hands a greater degree of control of the situation than we 
enjoyed in 1914,” he pointed out. 

The minister said that the amount of farm mortgages he did not 
altcgether regard as alarming in relation to the value of farm pro- 
perty and general production. Of the 645,000 Canadian farms, but 
250,000 had mortgages totalling $700,000,000 on which an annual in- 
terest bill of $49,000,000 was paid. 

But in relation to the revenue startling evidence was available of 
the burden of mortgage indebtedness. While in 1932 the total re- 
venue from agriculture was only $429,000,000, as many as 39 per 
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cent of the farms were under mortgages, so that $167,000,000 of the 
total revenue was subject to mortgage charges. This in effect meant 
that the farmers were paying in interest charges alone $29 out of 
every $100 of revenue. 

Mortgages Incurred In Better Times 

“These mortgages were incurred in buoyant years but have to be 
paid in bad times when price levels are low. It may be done for a 
year or even a year or two, but it cannot possibly go on. No farmer, 
with a farm as his major undertaking can possibly pay $29 out of 
every $100 he makes, in order to discharge the interest on his in- 
debtedness.” 

On the whole, however, Mr. Stevens said, the mortgage obliga- 
tions of Canadian farms is not disproportionate to the real wealth 
and value of the properties. In 1929 the farm income totalled $1,034,- 
000,000 which in 1932 fell to $428,000,000 or about 40 per cent of what 
it was in 1929. That was a terrific fall due to the drop in commodity 
prices. 

Dealing with the interest demand on business turnover, Mr. Stev- 
ens said that a great cry would go up if the government thought to 
impose a turnover tax of one per cent. Yet in an indirect way 
business today was paying a turnover tax of one and a quarter per 
cent. In 1928 when the net income of Canada was $5,393,000,000 
interest of $261,000,000, or five per cent was being paid. 

In 1928, the total income was $5,596,000,000, and the interest 
charges $338,000,000 or 5.7 per cent. In 1933, the total was $3,024,- 
000,000 on which interest of $427,000,000 was being paid equal to 14 
per cent. 

“While income has fallen, charges remain the same, and these con- 
tractual obligations extract from the income of the country a sum 
equal to 14 per cent of the total for carrying charges.” 


Interest Rates Affect Wide Publics 


Mr. Stevens said that two things that stood out clearly and signifi- 
cantly were, first, that interest rates affected everybody. “In any 
opinion everything conceivable must be done to bring down the general 
rate of interest upon enterprise. That doesn’t mean we should waste 
time in recrimination of bankers and others. The skilled minds in 
this country dealing with questions of cost and high finance ought to 
keep constantly in mind the fact that while in times of buoyancy and 
extravagance and wild gambling, men pay 6, 8 or 10 per cent, these 
rates cannot be justified as normal conditions and the rates should 
be greatly lowered. 

“Debt increases must be considered today as abnormal and ought 
to be restricted. Let us get the idea in our minds the rate of borrow- 
ing in the last 15 year, not only is not normal, but is nowhere near 
normal. It is disproportionate either to the wealth, the income, the 
productivity or the ability of the people to pay. 

“If we are to continue borrowing at anything like the rate of 
recent years we should be ensuring our ruin. 

“Canada, thank goodness, has a wide margin of safety, but don’t 
let us impinge too much upon that margin. We should give the most 
careful scrutiny to our resources and restrain our tendency to borrow. 

“There ought to be more money put into business in the form of 
non-obligatory securities, instead of in bonds. More money should be 
put into business as capital, than in the form of capital indebtedness.” 
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Mr. Stevens again referred to the disproportionate debt increases 
relative to the population increase. The corporations’ indebtedness 
also was excessive as compared with the increase in productivity. 


Courage Necessary 

Addressing himself to the members of the society he said that if 
cost accountants built up a fund of real knowledge and brought it to 
a true science then it would not be long before industry everywhere 
— take no important step in financing without first consulting 
them. 

In his contact with business men he found a tremendous amount 
of inefficiency and lack of proper knowledge and proper care. It was, 
of course, desirable to plan, and to have knowledge of those pitfalls 
business meets with, but what was required more was a little courage 
on the part of those who know, to impart it to those who have the 
power to do. 


TABLE I. 


Debt and Interest Payments on Public Debt of Canada, Its Provinces 
and Municipalities and on the Funded Debt of Corporations. 


(Latest Available Figures) 


Amount Interest Aver’ge 
Outstanding Rate 
$ $ % 
Unmatured Funded Debt of Canada, 
BUGPCH St. LOGI Be aio ois go: 5 56 cs0 ee 2,715,910,607 127,239,499 4.69 
Guaranteed Debt of Canada, March 
Gi, OGG do vowcaeewonue. as 996,148,354 44,709,183 4.49 


Gross Direct Liabilities of Provin- 
ces, Fiscal years ended, 1932 ... 1,863,382,464 62,715,593 4.6 


Indirect Liabilities of Provinces 

fiscal years ended 1932 ........ 215,977,011 9,071,034 4.2 
Grand Total Direct Liabilities of all 

Canadian Municipalities Decem- 





es PR 1 a Co) | 1,584,000,000 77,616,000 4.9 
Corporations— 
CO sv csi evcdnucecadehacwernes 620,000,000 27,900,000 4.5 
C.N.R. (unguaranteed) .......... 229,000,000 9,847,000 4.3 
Other Railway Securities ........ 70,000,000 3,150,000 4.5 
Other Corporations .....060 .c600es 1,178,000,000 64,672,000 5.49 
8,972,418,4386 426,920,309 4.75 
Panm Mortgage: oi. ci vsciesene 700,000,000 
9,700,000,000 


x Figures for 1933 taken from the budget speech of March 21, 1933, 
are subject to revision. 


TABLE II. 


Farm Mortgages. 

At the census of 1931, the following questions with reference to 
farm mortgages were placed upon the agricultural schedule to be 
answered in respect of all owned farms: 

“Total mortgage on this farm, June 1, 1931 ........ Sirs verx 

Sntenest paid te 1GGOe eo. 5:< 6 sicicorsleneern son caeesle camels Sel awe 
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The report was asked for only for owned farms, as tenants in 
Many cases would not know whether their farm had been mortgaged 
by its owner or not. 

As the result of this investigation, it was ascertained that out 
of a total of 654,279 owned and partly owned farms in the Dominion, 
244,201 were mortgaged to the extent of $677,564,100. In the instruc- 
tions to census enumerators, it was pointed out that: 


“The mortgage debt to be reported under Inquiry 31 includes not 
only the debt secured by an instrument called a “mortgage” but 
also debts protracted by deeds of trust, judgments, or by any 
other legal instrument that partakes of the nature of a mortgage 
and which has the same legal effect. 

The answer to this question should not include any debts covered 

by crop liens, nor any debts secured by liens on implements and 

machinery or on livestock. It has reference only to a debt secur- 
ed by a mortgage, or by an equivalent legal instrument on lands 
and buildings.” 

It will be noted that the figures of farm mortgages apply to 
“owned” farms only. Undoubtedly the figure of $677,000,000 would 
be increased if it had been possible to include mortgages on rented 
farms (which numbered 74,382 in 1931) though rented farms are prob- 
ably not mortgaged to the same extent as owned farms. It seems 
probable that the grand +7 ‘al of all farm mortgages in Canada would 
reach $700,000,,000. 

The above figures of course do not include sums owed by the 
farmer as arrears of taxes nor sums owed to the banks or to imple- 
ment companies. The former might be found among the assets of 
municipalities but arrears of taxes have doubtless helped indirectly 
to swell the liabilities of municipalities in recent years and may thus 
be considered as included in government debt. The debts of the farm- 
er to the bank are, of course, included in the figures of bank loans. 


Urban Mortgages. 


No comprehensive figures of urban mortgages are available in 
Canada, though the amount of them is certainly great. It may be 
mentioned that out of total investments of insurance companies in 
mortgages amounting to $437,300,000 urban mortgages accounted for 
$360,100,000 and farm mortgages for only $77,200,000. Trust and 
loan companies also have very large investments in mortgages, 
amounting to some $288,000,000 in 1931, though it is impossible to 
classify this amount as rural or urban. These figures do not include 
mortgages included in the more than $2,000,000,000 worth of estates 
administered by trust companies for their owners, but the figures of 
such mortgages must be considerable. 

Further, urban mortgages are a favourite form of investment 
for private funds of various kinds. It would be difficult to procure 
statistics of such mortgages, except perhaps through income tax sta- 
tistics, and as mortgages may be held by people whose total incomes 
are below the lower limit of the income tax, a complete return could 
not be secured in this way. However, as indicating the extent to 
which mortgages can be traced in this way, reference may be made to 
the annual report of the Assessment Commissioner of the City of 
Toronto, who makes the following statement in his report for 1932:— 
“There are at present on file with the Department records respecting 
over 100,000 mortgages which are owned by residents of Toronto.” 
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It may be also pointed out that in the last twelve years the 
aggregate value of building permits issued in 61 cities of Canada 
has reached $1,883,000,000 and that new building is largely financed 
by mortgages, the amount of which is usually a percentage of the 
cost of building and ground value taken together. Of course there 
are many mortgages on older properties as well, and the above total 


includes big buildings. 
TABLE III. 
Distribution of Ownership of Canadian Bonded Debt. 


It is estimated that the total Canadian bonded indebtedness is 
$8,442,000,000. As to place of payment this is divided as follows: 


Payable in United States Funds ............ $3,400,000,000 
Payable in Canadian Funds ................ 4,092,000,000 
Payable in. Sterling: Funds: ..4.3.0..0csc0ses 950,000,000 

ote civic ceintascnteakwenwwecwens $8,442,000,000 


The above, however, does not indicate the true place of owner- 
ship of the bonds. It is estimated that of bonds payable in the United 
States Funds about a billion dollars worth are owned by Canadians, 
and of those payable in sterling about one hundred million dollars 
worth are owned in Canada. The ownership of Canadian bonds in 
1932 may, therefore, be set forth as follows: 


Owned im: Canada... o26 os ccc ccseeens $5,192,000,000 (61.5) 

Owned in the United States ........ 2,400,000,000 (28.5) 

Owned in Great Britain ............ 850,000,000 (10. ) 
gic RA eowreremreme cer crc et $8,442,000,000 


It is estimated that in 1914 the total Canadian bonded debt was 
a eeren and that the ownership of this was distributed as 
ollows: 


OOS Ie BOR CORRDOCOCCE DCE COOL. $ 882,000,000 (38) 
GOGAG ENIGEANG « oiciee's «ice e eis occiciae ele 1,250,000,000 (53) 
ICE EME ooo 06S cele ecieendeseeae 200,000,000 ( 9) 
ROME sino ccc sues neqaeaees $2,332,000,000 
TABLE IV. 


Showing Weight of Interest Payment on Business Turnover 


Interest Payments on 
Grand Total Payments _Bonded Indebtedness 


Year. In Millions of Dollars. Millions of Dollars. Percentage 
1913 $19,844 $ 71.8 362% 
1929 60,067 355.0 591% 
1932 33,127 415.6 1.255% 
Also Proportion National Interest Load Bears to the National Income. 
Year Income Interest Percentage 
1920 $5,393,000,000 $261,731,000 0 
1928 5,936,000,000 338,988,000 5.7% 
1933 3,024,000,000 426,920,000 14. % 
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Commercial Education 


BY DR. HENRI LAUREYS 
Dean, School of Higher Commercial Studies, Montreal 


(Before Montreal Chapter, October 6, 1933) 


T has indeed been a great pleasure for me to accept your kind invi- 
tation to be present here to-night and I feel proud to represent 
The School of Higher Commercial Studies at this important func- 

tion which inaugurates your winter session. For several years I have 
been watching your progress and I can only congratulate you on the 
remarkable success of your association. This success, as well as the 
individual attainments of some of your members, has largely contri- 
buted to the welfare of our community. 

My presence here, as well as that of my colleagues of McGill 
University, is ample proof that you, accountants, seek whenever the 
occasion arises to stimulate a spirit of co-operation between your 
associations and the universities. From the point of view of the 
future of your profession, I believe that there is no more reassuring 
sign, since it is proof of your sincere desire to secure for your members 
a true preparation for the career of their choice. 

Will you allow me to add, seeing that this dinner is attended by 
many prominent business men, that it is increasingly necessary every 
day that the business world in Canada should make a more effective 
use of university men as heretofore. Business, indeed, has become to 
a much greater extent than formerly an intellectual calling demanding 
great powers of observation, concentration and judgment. The inter- 
dependence of all nations has never been more apparent than to-day, 
making all transactions more complex than ever before. The tech- 
nique of business transactions grows more complicated every day. 
Amalgamations of various kinds, giving birth to enormous enter- 
prises, have given more importance to the administrative side of indus- 
try. Therefore, with the keen competition that prevails in the inter- 
national commercial world to-day, it is becoming more and more 
recognized that there must be efficient preparation for business voca- 
tions. Consequently, more than ever before, universities should be 
called upon to train young men for finance, foreign trade, transporta- 
tion, manufacturing and the many other business occupations which 
have developed everywhere. Of course, the function of a depart- 
ment of commence in a university is not to train a student for a 
“job”, but rather to aid him in thinking and in acquiring a broad 
general education in the science of business which will form the founda- 
tion for later studies in that branch of industry in which he chooses 
his vocation. 

As Sir Francis Goodenough, President of the British Association 
for Commercial Education, said lately: 

“Such courses must prepare young men competent to plan, or- 
ganize, and carry through the marketing of the goods and services 
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the country can produce. When our association said he talked about 
education for commerce they had in mind education for the board- 
room and for the managerial office; for the work of market research 
and of sales-planning and sales-management.” 


Sir Josaih Stamp, the well-known economist, expressed the same 
idea, not long ago. 


You will all admit, I am sure, that Canada, as well as England, 
is interested in developing university commerce courses, and it should 
be deplored that our Canadian universities are so slow to organize 
modern and up-to-date departments of commerce. There is still 
considerable antipathy in the minds of educators of the old academic 
school to an education which stresses the vocational as opposed to 
the purely cultural. Too many of our university professors still 
think that “unless a university teaches useless things, it is not a uni- 
versity”. It is time to change this old fashioned way of thinking and 
to realize that to-morrow, far more than yesterday, we will need 
business men of vision, well trained and highly developed intellec- 
tually so that they be able to rebuild the economic structure of the 
world along scientific lines, and with due respect to the lessons of the 
past. Only universities can train such men. This is exactly the same 
counsel that His Royal Highness the Prince of Wales gave last year 
to all British peoples, when, in his speech at the closing session of 
the International Congress on Commercial Education held in London, 
he said that “the growing importance of the problems of distribution 
makes more urgent and important than ever the skilful and scientific 
conduct of commerce” and that “a need for high efficiency in commerce 
entails the provision of sound, adequate, carefully planned education 
for commerce”. “Those universities”, he added, “that fully recog- 
nize their responsibilities in this vital matter will be able to contribute 
largely to the welfare of this country”. 


It is hoped that our Canadian universities will hear this appeal! 


But in order that universities may perform their duty to the com- 
munity in this particular phase of education, it is absolutely indis- 
pensable to obtain more co-operation between education and commerce. 
The business world in its own interest ought to show more sympathy 
to the commerce graduate and our larger concerns should be more 
desirous than ever to have at their disposal a personnel possessing 
trained intelligence and qualities for leadership. Therefore, trade 
and industry should give evidence of closer co-operation with the 
schools and colleges than there has been in the past. This co-opera- 
tion can be largely furthered by the Canadian Society for Commer- 
cial Education, which has recently been organized and which is affiliat- 
ed to “The International Society for Commercial Education”. Busi- 
ness men and educationists should join this Society so that their 
common experience may be placed at the service of our institutions 
of learning. The value of such team work cannot be overestimated. 
It would allow schools as well as professors, to learn more about com- 
mercial needs and commercial practice; but at the same time contacts 
would be brought about that would make the business world give better 
opportunities to the best brains of the country. 


My last word, Gentlemen, is to ask you to be keen and generous 
enough to carry out as soon as possible a practical suggestion made 
by your own chairman, namely, that you should join in large numbers 
our Canadian Society for Commercial Education. This will be, espe- 
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cially in these difficult days, a proof that you wish your country to 
go ahead commercially along sound lines. The membership fee is a 
mere trifle. Your chairman has been good enough to tell me that 
he will himself receive the subscription of those interested. He him- 
self is a member of our society and I need scarcely add a very keen 
and active one. 


DIRECTORS’ MEETING 


A meeting of the directors of the Society was held in Toronto 
in October. Though some resignations earlier in the year affected the 
membership and revenue, the Society continues in healthy shape finan- 
cially, its expenditures having been considerably reduced. A number 
of new members are now coming in. 

It was reported to the meeting that Shaw Schools, Ltd., are pre- 
paring a correspondence course for students in cost accounting. The 
directors discussed in some detail plans for an arrangement of mutual 
advantage in connection with this course. A further announcement 
will be made shortly. 

The directors also discussed a possible degree of co-operation with 
business firms with a view to developing comparable costs, and with 
the Tariff Board of Canada in connection with the investigations of 
the latter into production costs. As a result, the president was 
authorized to set up a special committee. 

Those present at the board meeting were: H. E. Guilfoyle, F.C.A., 
G. H. Houston, W. M. Lane, K. A. Mapp, F.C.A., G. M. Mulholland, 
F.C.A., S. H. Sorley, C.A., J. W. Spence, E. Tailby, I.P.A., and W. A. 
McKague, general secretary. 





Jimmy: Dad must have been up to all sorts of mischief when he 
was a boy like me. 

What makes you think so? asked his mother. 

Jimmy looked very thoughtful. Well, he went on, he always 
knows exactly what questions to ask me when he wants to know 
where I’m going and what I’ve been doing. 

* * * * 


The doctor was examining a young man who was proposing to 
insure his life. The medical man happened to know something of 
the applicant’s family history. ; 

“Any insanity in the family?” he asked. 

“No, sir.” 

“Wait a moment, though. Isn’t there an uncle of yours who had 
to go to the asylum because of his delusions?” 

The young man laughed. “Oh, ’im, sir. You don’t want to take 
no notice of ’im. ’E’s off his nut.” 
e > * * 

The magistrate who was standing for Parliament encountered 
the local poacher and stopped to ask if he might expect the latter 
to vote for him. 

The reprobate shook his head. 

“I suppose,” said the magistrate, “you still remember how I 
sent you to prison?” 

“Oh. no,” said the other generously. “You did your duty, and 
bygones is bygones. But what did rile me is the fact that you 
kept on sayin’ I was poachin’ rabbits when they was hares. I’m sorry, 
but a man what doesn’t know the difference between a rabbit and a 
hare ain’t fit to go to Parliament. 
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A Cost System 
For a Woollen Mill 


By L. GALIPEAU 
Montreal, Que. 


Continued from last month 
(This description of a cost system was submitted as part of 
the requirements of the Society’s second Examination. The forms are 
condensed for purposes of reproduction here.) 


Account No. 19—Cost Accounting Department Expense 
Debited with: 

Monthly charge for cost accounting department form 19. 
Credited with: 

Monthly cost of cost accounting department as per form 20. 


Account No. 20—General Expense 
Debited with: 

Charges from purchase journal form 17. 
Credited with: 

Monthly cost of general expense as per form 20. 


Account No. 21—Salaries 
Debited with: 
Salaries from form 14. 
Credited with: 
Monthly cost of salaries as per form 20. 


Account No. 22—Stationery & Office Supplies 
Debited with: 

Stationery charges from purchase journal form 17. 
Credited with: 

Cost of stationery as per form 22. 


Account No. 51—General Ledger 

Debited with: 
Cost of sales (Form 24). 
Goods returned to suppliers form 17. 

Credited with: 
Purchases of raw materials, supplies etc as per form 17. 
Portion of insurance, taxes, depreciation ete as per form 29. 
Goods returned by customers form 26. 
Wages and salaries at actual cost forms 12-14, 


Account No. 52—Raw Material, Supplies Store Control Account 
Debited with: 
Goods purchased as per purchase journal form 17. 
Goods returned by productive departments form 9. 
Waste from productive departments form 15. 
Credited with: 
Goods delivered to productive departments form 5. 
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Account No. 53—Finished Goods Store Control 
Debited with: 
Goods received from coning department form 22. 
Goods returned by customers form 26. 
Credited with: 
Goods sold as per form 24. 


Account No, 54—Inventory Adjustment 

To be debited or credited with any difference between book and phy- 
sical inventory when stock is taken. At the end of the year this 
account is closed by transferring the balance to General Ledger Ac- 
count. 


Account No. 55—Accrued Payroll 
Debited with: 

Cash received for payment of wages and salaries. 
Credited with: 

Wages and salaries for factory as per form. 


General Ledger Accounts 

101 Factory ledger control account; 102 Cash (Bank); 103 Notes 
receivable; 104 Accounts receivable; 105 Reserve for Bad Debts; 
106 Unexpired Insurance; 107 Prepaid Charges; 108 Prepaid Taxes; 
109 Machinery & Equipment; 110 Reserve for Depreciation Machinery 
& Equipment; 111 Furniture & Fixtures; 112 Reserve for Deprecia- 
tion Furniture & Fixtures; 113 Goodwill. 

125 Bank Loan; 126 Bills Payable; 127 Accounts Payable; 128 


Accrued Charges; 129 Accrued Payroll; 180 Accrued Sales Tax; 131 
Dividends Payable; 1385 Bonds Payable. 

151 Common Stock; 152 Preferred Stock; 153 Surplus. 

160 Sales; 161 Return Sales; 162 Cost of Sales; 164 Finished 
Goods Store Expenses; 165 Shipping Department Expense; 166 Sales 
Department Expense; 167 Administration & General Department Ex- 
pense. 

171 Purchase Discount; 172 Interest Earned; 173 Sundry Income. 

175 Sales Discount; 176 Interest on Bank Loan; 177 Interest on 
Bonds; 178 Interest Expense—Sundry; 179 Dividends Common Stock; 
180 Dividends Preferred Stock; 185 Profit & Loss Account. 


Finished Goods Store Department Expense 
164-8 Depreciation; 164-9 Light; 164-11 Rent; 164-12 Taxes; 
164-13; Insurance; 164-14 Maintenance Furniture & Fixtures; 164-20 
General Expense; 164-21 Salaries; 164-22 Stationery & Office Supplies. 


Shipping Department Expense 
165-8 Depreciation; 165-9 Light; 165-11 Rent; 165-12 Taxes; 
165-13 Insurance; 165-14 Maintenance Furniture & Fixtures; 165-20 
General Expense; 165-21 Salaries; 165-22 Stationery & Office Supplies. 


Shipping Department Expense 
165-8 Depreciation; 165-9 Light; 165-11 Rent; 165-12 Taxes; 
166-13 Insurance; 166-14 Maintenance Furniture & Fixtures; 166-20 
General Expense; 165-21 Salaries; 165-22 Stationary & Office Supplies. 


Sales Department Expense 
166-8 Depreciation; 166-9 Light; 166-11 Rent; 166-12 Taxes; 
166-13 Insurance; 166-14 Maintenance Furniture & Fixtures; 166-14 
General Expenses; 166-21 Salaries; 166-22 Stationery & Office Sup- 
plies; 166-23 Salesmen’s Travelling Expenses; 166-24 Advertising; 
166-25 Telephone & Telegram; 166-26 Outward Freight; 166-27 
Freight on Goods Returned. 
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Administration & General Department Expense 


167-8 Depreciation; 167-9 Light; 167-11 Rent; 167-12 Taxes; 
167-13 Insurance; 167-14 Maintenance Furniture & Fixtures; 167-20 
General Expenses; 167-21 Salaries; 167-22 Stationery & Office Sup- 
plies; 167-25 Telephone & Telegram; 167-26 Stamps; 167-27 Legal 
& Collection Fees; 167-28 Bad Debts. 


Accounting Procedure—General Ledger Accounting 


Account No. 101—Factory Ledger Control Account 


Debited with: 

1—Purchases of materials, supplies for stores from purchase 
journal form 16 (credit corresponding to accounts payable )127. 

2—Depreciation for factory by journal entry (corresponding 
credit to reserve for depreciation 109-111). 

3—Taxes for factory by journal entry (corresponding entry credit 
to prepaid taxes) 108. 

4—Insurance for factory by journal entry (corresponding credit 
to unexpired insurance 106). 

5—Direct and indirect labor and salaries paid (corresponding 
credit to cash). 

6—Various expenses (corresponding credit to prepaid charges 107) 
— of sales returns (corresponding credit to cost of sales 
Credited with: 

1—Cost of sales (Corresponding debit to cost of sales 162). 

2—Materials returned to suppliers (corresponding debit to ac- 
counts payable 127). 


Account No. 102—Cash (Bank) 
Debited with: 

Receipts as per cash book form 31. 
Credited with: 

Disbursement as per cash book form 32. 


Account No. 103—Bills Receivable 
Debited with: 

Bills received as per bill book form 33 (corresponding credit to ac- 
counts receivable 104). 
Credited with: 

Cash received in payment of bills as per cash book (debit to 
cash 102). 


Account No. 104—Accounts Receivable 
Debited with: 
Sales as per sale book form 34 (corresponding credit to sales 160) 
Checks returned as per cash book form 32 (credit cash 102). 
Credited with: 
Remittances as per cash book form 31 (debit to cash). 
Goods returned as per sales book (debit to sales returns 161). 
Bills receivable received as per form 33 (debit bills receivable). 


Account No. 105——-Reserve for Bad Debts 
Debited with: 
Failures as they happen (corresponding credit to accounts receiv- 
able 104). 
Credited with: ; 
Amount set up monthly as reserve (debit Bad Debts 165-28). 
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Account No. 106—Unexpired Insurance 
Debited with: 
Insurance premium paid (credit accounts payable 127). 
Credited with: 
Monthly amount of insurance written off (debit 101, 165-13, 166- 
13, 167-13). 


Account No. 107—Prepaid Charges 
Debited with: 
Charges incurred (credit accounts payable 127). 


Credited with: 
Monthly charges written off (debit various accounts affected). 


Account No. 108—Prepaid Taxes 
Debited with: 
Taxes charged (credit account payable 127). 
Credited with: 
Monthly taxes written off (debit 101, 165-12, 166-12, 167-12). 


Account No. 109—Machinery & Equipment 
Debited with: 
Machinery bought (credit accounts payable) 
Credited with: 
Machinery sold (debit accounts receivable 104). 
This account is the controlling account for subsidiary machinery 
ledger. 


Account No. 110—Reserve for Depreciation of Machinery & Equipment 
Debited with: 

Adjustment of depreciation on machinery sold or scrapped (credit 
profit & loss 185). 
Credited with: 

Monthly depreciation (debit 101, 165-8, 166-8, 167-8). 


Account No. 111—Furniture & Fixtures 
Debited with: 
Furniture bought (credit accounts payable 127). 
Credited with: 
Furniture sold (debit accounts receivable 104). 
This account is a controlling account for subsidiary furniture 
ledger. 


Account No. 112 Reserve for Depreciation Furniture & Fixtures. 
Debited with: 

Adjustment of depreciation of furniture sold or scrapped (credit 
profit & loss 185). 
Credited with: 

Monthly depreciation (debit 101, 165-8, 166-8, 167-8). 


Account No. 113—Goodwill 
Debited with: 
Goodwill bought. 
Credited with: 
Part of goodwill written off (debit profit & loss 185). 


Account No. 125—Bank Loan 
Debited with: 

Amounts repaid on Bank loan (credit cash 102). 
Credited with: 

Amounts borrowed from bank (debit cash 102). 
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Account No. 126—Bills Payable 
Debited with: 
Bills payable or drafts paid (credit cash 102). 
Credited with: 
Bills payable given or drafts accepted (debit accounts payable 127) 


Account No. 127—Accounts Payable 
Debited with: 
Cash paid on accounts payable (credit cash 102). 
Bills payable given or drafts accepted (credit Bills Payable 126). 
Goods returned to suppliers (credit factory ledger 101). 
Discount on purchases (credit discount 171). 
Credited with: 
Purchases (debit various accounts affected). 


Account No. 128—Accrued Charges 
Debited with: 
Accrued charges paid (credit cash 102). 
Credited with: 
Accrued charges (debit various accounts affected). 


Account No. 129—Accrued Payroll 
Debited with: 
Accrued payroll paid (credit cash 102). 
Credited with: 
Accrued payroll, debit 101, 165-21, 166-21,167-21). 


Account No. 130—Accrued Sales Tax 
Debited with: 
Sales Tax Paid (credit cash 102). 
Credited with: 
Sales tax from sales book (debit accounts receivable 104). 


Account No. 135—Bonds Payable 
Debited with: 

Bonds redeemed (credit cash 102). 
Credited with: 

Bonds issued (debit cash 102). 


Account No. 131—Dividends Payable 
Debited with: 

Dividends paid (credit cash 102) 
Credited with: 

Dividends declared (debit surplus). 


Account No. 151—Common Stock 
Debited with: 

Deficit written off (credit surplus 153). 
Credited with: 

Common stock issued (debit cash 102). 


Account No. 152—Preferred Stock 
Debited with: 

Deficit written off (credit surplus). 
Credited with: 

Preferred stock issued (debit cash). 


Account No. 153—Surplus 
Debited with: 

Loss for the year (credit profit & loss 185). 
Credited with: 

Profit for the year (debit profit & loss). 
Debited with: 

Dividends declared (credit dividends payable). 
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Account No. 160—Sales 
Debited with: 

Profit & Loss account at the end of the year when books are closed. 
Credited with: 

Sales from sales book form 34. 

Cash sales from cash book form 31. 


Account No. 161—Return Sales 
Debited with: 
Sales returns from sales book form 34. 


Credited with: 
Profit & Loss at the end of the year when books are closed. 


Account No. 162—Cost of Sales 
Debited with: 
Cost of sales from journal entry form 30. 


Credited with: 
Profit & Loss account at the end of the year when books are closed. 


Account No. 164—Finished Goods store Dept. Expense 
Debited with: 
Charges from purchase journal form 16. 
Insurance, taxes and charges for the month by journal entry 
form 30. 
Credited with: 
Profit & Loss account at the end of the year when books are closed. 


Account No. 165—Shipping Department Expense 
Debited with: 

Charges from purchase journal form 16. 

Insurance, taxes, charges for the month by journal entry form 30. 
Credited with: 

Profit & Loss account at the end of the year when books are closed. 


Account No. 166—Sales Department Expense 
Debited with: 
Charges from purchase journal form 16. 
Insurance, Taxes, Charges from journal entry form 30. 
Credited with: 
Profit & Loss account at the end of the year when books are closed. 


Account No. 167—Administration & General Department Expense 
Debited with: 

Charges from purchase journal form 16. 

Insurance, taxes, charges from journal entry form 30. 
Credited with: 

Profit & Loss account at the end of the year when books are closed. 


Account No. 171—Purchase Discount 
Debited with: 

Profit & Loss account at the end of the year when books are closed. 
Credited with: 


Purchase discount from cash book form 32. 
Account No. 172—Interest Earned 


Debited with: 
Profit & Loss account at the end of the year when books are closed. 


Credited with: 
Interest earned from journal entry form 30. 
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Account No. 173—Sundry Income 
Debited with: 

Profit & Loss account at the end of the year when books are closed. 
Credited with: 

Sundry income from cash book form 31 or from journal entry 
form 30. 


Account No. 175—Sales Discount 
Debited with: 
Discount from cash book form 30. 
Credited with: 
Profit & Loss account at the end of the year when books are closed. 


Account No. 176—Interest on Bank Loan 
Debited with: 

Interest paid to bank on bank loan cash book form 32. 
Credited with: 

Profit & Loss account at the end of the year when books are closed. 


Account No. 177—Interest on Bonds 
Debited with: 
Interest paid on bonds, from cash book form 32 
Credited with: 
Profit & Loss account at the end of the year when books are closed. 


Account No. 178—Interest Expense Sundry 
Debited with: 

Interest paid for various purposes other than bank loan and bonds 
Credited with: 

Profit & Loss account at the end of the year when books are closed. 


Account No. 185—Profit & Loss 
Debited with: 
Sales returns account No. 161 
Cost of sales 162 
Finished Goods store expense 164. 
Shipping dept. expense 165 
Sales dept. expense 166 
Administration expenses 167. 
Sales discount 175 
Interest on bank loan 176. 
Interest on Bonds 177. 
Interest expense sundry 178. 
Surplus 155. 
Credited with: 
Sales account No. 160. 
Purchase discount 171. 
Interest earned 172. 
Sundry income 173. 
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Exhibit A 
BALANCE SHEET MONTH OF 19 
Assets 1932 1931 

Current Assets 

COONS co rae chek oles eekuee mes 000.00 000.00 

Notes: Receivable ....csss cscs 000.00 000.00 

Accounts Receivable less reserve . 000.00 000.00 

BEVCRIROMIOM EG 65.6) ake :sus.e' a olsisin steeds 000.00 000.00 000.00 000.00 
Deferred Charges 

Unexpired Insurance ............ 000.00 000.00 

Prepaid Charges: occ cesccccescs 000.00 000.00 

PVCVAIN TAREE: ccc ccccwnie ccscices 000.00 000.00 000.00 000.00 
Fixed Assets 

Machinery & Equipment less reserve 000.00 000.00 


Furniture & Fixtures less reserve. 000.00 000.00 000.00 000.00 








Intangible Assets 






































GLODEIRIILY chars 2s eieieen cUcivactraawone 000.00 000.00 

TOTAL, ASSES: 6.6 si6cicieceiticnacs's , 000.00 000.00 
Liabilities ; 

Current Liabilities 

RM ORIN ian civics eeeneateacdes 000.00 000.00 

WEE BOGS NG 665 apc diawiecs siermosiste's 000.00 000.00 

ACCOuUNnIS: PAVANIG: «0:50 scciccs'cs.c0 000.00 000.00 

PCOCUCd PEUEON c.6cicck cece snes 000.00 000.00 

POCHUCE CRAB SES 6 5. 5.6.5:6:6. 60.0 010: 0:86 000.00 000.00 

Mecrned Sales TOS. ois ccccccicnncss 000.00 000.00 

Dividends Payable ....0sccscsnss 000.00 000.00 000.00 000.00 
Fixed Liabilities 

OM PGs. c66.0. cess lacie ces 000.00 000.00 
Capital Stock & Surplus 

COVA INOT RUOON 6.6 5.6.5 chee mcciclse os 000.00 000.00 

PEGEGETOR CROGES 656.5. 6:5 6:56. 006 see ness 000.00 000.00 

BIS, Sco eds Oana wrens 000.00 000.00 000.00 000.00 
TOPAL, LEABIRIEIBS:. 2 cciicccccicces 000.00 000.00 

Exhibit B 
PROFIT & LOSS STATEMENT MONTH OF 1932 
1932 1931 
STOR oases reuead dere anne o waders uese eae aaansiees 000.00 000.00 
RGU OTE SEO oor. 6. aid, Sarees oiele cc acitiee's auere nee ee ene 000.00 000.00 
Ree: NR ais sisi pia gits sak wreak Gravores i suWiSt Wie ono METRO 000.00 000.00 
Cont.aft Sales (Sehedaie BL) .<..cccccncscecccsses 000.00 000.00 
GROSS PROD oc Sescaieides cinvamesdcunennsecuas 000.00 000.00 
Finished Goods Store Dept. Expense (Schedule B2) 000.00 000.00 
Shipping Department Expense ...... (Schedule B38) 000.00 000.00 
Sales Department Expense ......... (Schedule B4) 000.00 000.00 
Administration & General Expense..(Schedule B5) 000.00 000.00 
NPRM D gsc acevesereces ary arorere wl eisrorarava ein leet olel ote ameter 000.00 000.00 








COST AND MANAGEMENT 
ON bite SC) y 6 i re a ieee a erin 000.00 000.00 





Non Operating Income: 

















EN NEN ogg. ys esas a's Was mieicoele erate 000.00 000.00 
MRS INE NI NIII oi 555 cba: ben rg ws 48 Abi evor Si ciecalacoiorelegularecs 000.00 000.00 
SNR MN EENIIUA 5 4-4-5 05 iets 4 Ws 0 sols ol anes buaconaee 000.00 000.00 
0! OST ETO 000.00 000.00 
Non Operating Expenses: yi “ 
Se RNa ofits a sv aie @) wigics Wor ceseier aloes 000.00 000.00 
ee NNN PETA EDEL: oie a.10 6: «0:0 0.010. 44 0019s ieiolore 000.00 000.00 
ES rr eae rr 000.00 000.00 
ERCORGRC Te WOUSS SUNGTY 2.46. ececcsvicccssee 000.00 000.00 
EE RAS Derr et ee 000.00 000.00 
ET OO ED hw. vino. 6 se sircecce telsmessen 000.00 000.00 
Schedule B1 
COST OF SALES MONTH OF 1932 
1932 1931 

es Qe htc i ee ee 000.00 000.00 
Cost of Sales Returns at Standard ............... 000.00 000.00 
NN ao Siicisos dv cunavannhinadvans 000.00 000.00 





Material Variations: 








RRs alata wie fies naw tdiein aids Qin DIR wer 000.00 000.00 
Reyes 2 i ohooda di wlaar asain ore) ares EHTS 000.00 000.00 
PMNS rena ty iste srt ass 4.056) es, odie eel che’ w aiaie eeheieLoielt 000.00 0000.0 
AIRE Ry ROUTINE go osc'-6s0 050 exes alate 9 aieielaieier bie tole 000.00 000.00 
ea eh ae grace tsar tere tahai Wiss iain Se joralesa OS wei 000.00 000.00 
WNMNNIIE atcha austale gihve aS onite ara arecoanene tateranene orate eters 000.00 000.00 

CS Or IES Se ee err ens ert 000.00 000.00 

Labor Cost Variations: 

MORNIN cr ray alg sa 21 6 1a'S V5 as ple sl bi aver Wien OLEAN SaaS 000.00 000.00 
MANN is niche. sinks awh Oe araiK a's ois)o a pias Slee eee 000.00 000.00 
SN ES SO Seo Pe Sarr eee TT 000.00 000.00 
RUAN ERIS le PRO QTIIIE 55 503515540 nares ioisrace tc sieis @siensielne 000.00 000.00 
NOREEN ie se aS ar4) p80 aa) osc a epee Minieie Teer slacoln ea Sale 000.00 000.00 
ORME IR Ae esac tae asssee) sie snal ove: sla Teey iare casera AvaMaiateuenereee 000.00 000.00 

Ns cL toile haere suresh sere Oa aes ote a eae 000.00 000.00 

Overhead Variations: 

UMMM rec scea sctrcna Yona yahaieie\e ik-6 V6i6 Save 6 wiSwiie ce olareia orererets 000.00 000.00 
RNR MM ceo ohca 1 sia: ctarra ore agian ecenais or sv biw Sialaretarclele 000.00 000.00 
BOR I IRNRE tec atic ta netic ayrctets weiss a ier a eo ioe louniovelste: Gaveiorene ace 000.00 000.00 
ABE IROOM oS uc:is scinvewidie bie sietueretareeie.as 000.00 000.00 
OT SA OOOO er 000.00 000.00 
NORRIE retreating a's forataieloce co i8 c/a) Sled eitierasarsle omer 000.00 000.00 

RY ieee oa Aa Wks CT Taina ORE ONG axe Rb aaIS ers 000.00 000.00 
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Sitak Wi co. 5 «so desavccceecvcecencesee: 000.00 000.00 
TOTAL COST OF SALES .............eeeeeeees 000.00 000.00 





Schedule B2 
FINISHED GOODS STORE DEPARTMENT EXPENSE 








MONTH OF 1932 1931 
CGO oa os b.5 5.6 vals bccn cee ee eens re meeeres 000.00 000.00 
ARNE Ge aioe lciere, wierd sierei s’etsiar ro slay ha pe een ee emer 000.00 000.00 
RRR cs < cies vicious! borwiel dra lam ca ee alae ew mo aeetea aaa 000.00 000.00 
NURUON DS ss Gs? ogi coches bees Renta xe Catena eens 000.00 000.00 
Le ee TE CTE Cr Per errr rec re Ons. 060.00 000.00 
Maintenance Furniture & Fixtures ............+.. 000.00 000.00 
Goneral Peneneee. 66 ccausscwteandedcnennneuwes 000.00 000.00 
CoN EEE REA RERR SR ren era Mera metre PT: 000.00 000.00 
Stationery & Office Supplies ........ccsccsccccese 000.00 000.00 
000.00 000.00 
Schedule B3 
SHIPPING DEPARTMENT EXPENSE 
MONTH OF 1932 1931 
BIG RACIAGION 65 o.0cigiiisid a cicie cin cece sinecineeueedesieee 000.00 000.00 
LAC, | aera hore hoor rrr Tr cL 000.00 000.00 
NG wre gw asevuse! ies v cud a) eins RaLG tiaiecH ee MLE wie Ree ae ee 000.00 000.00 
2 eee rere Pre rm rn rey rf 000.00 000.00 
IEEE bos. 3 la dics) G6) oa eI RT Mea ee 000.00 000.00 
Maintenance Furniture & Fixtures ............--. 000.00 000.00 
Canara! PWAengen ook s cicc nc ccs cwesens lee nncwcee 000.00 000.00 
1 ot le A Cia Riera eee eat are ere nr? fer reer 000.00 000.00 
Stationery & Office Supplies ..........ccccccccees 000.00 000.00 
000.00 000.00 





Schedule B4 
SALES DEPARTMENT EXPENSE 





MONTH OF 1932 1931 
DO rE anrne Memmmrret crore trite. 000.00 000.00 
MNGi ciors orpers cole 410) sie. knee PTH Ree ee aaron 000.00 000.00 
Rh sc pidsorereceiecccstatdloce isvolsleuhleleieiaisvereanetsisiey ome erpereterels 000.00 000.00 
{10 er errr rrr rrr eCnr ee Cer cc 000.00 000.00 
RVR NR MERTON aa oss ane hd ELA LS ER AGT IR Me 000.00 000.00 
Maintenance Furniture & Fixtures ............... 000.00 000.00 
GeneEal PRN ODBOR 655.5 cs. cel lec cetmenecnenauesnes 000.00 000.00 
GMIE RS ook ocd iis Oe Sel eran eels Cees Ue anew 000.00 000.00 
Stationery & Office Supplies ............cccceeeee 000.00 000.00 
Salesmen Travelling Expense ..............eeee0. 000.00 000.00 
U.S ee a SRC ECCT COTO F 000.00 000.00 
*RelennORG Ge TOICSTAME 6.565.056 c ses newuneddanaes 000.00 000.00 
CRIGCIANG CROTON 75 5s keccctecersse eevee tewades 000.00 000.00 
Freight on Goods Returned .. ... 0.6.0 .sscccecscees 000.00 000.00 
000.00 000.00 
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Schedule B5 
ADMINISTRATION & GENERAL DEPARTMENT EXPENSE 


MONTH OF 1932 1931 

III oo 50 sci son gc wa eiw nie win Wini ara e Alwisieele 000.00 000.00 
MONT a 'x vara ciao ls 0 ayo: hse 0 Gro) Sense ese a laraues Ores were onl aE 000.00 000.00 
BRINN its ta 160%. 6d 0,-0 i ishavelereidia es oie: oie: reieceve atsserevevesreiars 000.00 000.00 
IR vas horas ole vaca sveisies oiersiaieisielopalesaiaieGidisharsi ae Sieyoreherdls 000.00 000.00 
UREN op choos Za cis socola Foc otis aie wig (a dial eisskleLsiG eine aceie 000.00 000.00 
Maintenance Furniture & Fixtures ............... 000.00 000.00 
Spee MNO ohn cac'e ss paseo is s4 h.0ie)ele)eisieve os wrasenever 000.00 000.00 
AN NE a aero oo seo a 015 10 '6:.6) 916 16 4.0 iO Sine avatars 000.00 000.00 
Stationery & Office SupplicS ....cccscccevccesvecs 000.00 000.00 
MODE DONG POLOOTAID, 5.6.6.6 6.6's.9:05 vives ewes eewiers 000.00 000.00 
RN eRe oi wale ag 5.55 51510 sisi wrei oles Guareceionee eiatele 000.00 000.00 
ye g PR ORION ODN 5.655: 5151510 416,818 ore 01616 4056 cio oie 000.00 000.00 
MMR MEIN TS INS gfe o Va tela ctavgis 91 aici 4:4;lers.-shavouavanel eieSiave tie veeys 000.00 000.00 





000.00 000.00 





Budget 


At the beginning of the year, a budget is made of expected revenue 
and expenses for each month of the year. 

This budget is made from figures of previous years and with a 
forecast of coming year. 

Each month, these budget figures are compared with actual figur- 
es, and any difference is investigated. 























BUDGET MONTH 1932 
Budget Actual 
Figures Figures 
PIN in oro. gi aco cre stele wren winow einen 000.00 100% 000.00 100% 
Re BLOG 5: 5:i6r0) $i evavorelalscaveie's 000.00 3 000.00 00 
BU eNO 556 5.8.5 Giese idee) o biaislaielatavs 000.00 97 000.00 00 
NRG SOT MELONS. o.. oeeieitssanetorelovaveler orators 000.00 62 000.00 00 
OTE! 20 1 Sn RO 000.00 35 000.00 00 
Finished Goods Store Dept. Expense 000.00 2 000.00 0 
Shipping Dept. Expense ........... 000.00 3 000.00 0 
ERIE MOMIIOMIBO 6 6.60.0. 01-05 b:0:0:0 65%: o00' 000.00 10 000.00 00 
Administration Expense ........... 000.00 8 000.00 0 
NN UIRE Se Sovesars) cerois oie eusialeiciare oieioievers 000.00 23 000.00 00 
ONGPOTINE TPPORE «os 5.6.5.6: si0i6 6-05 meeie 000.00 12 000.00 00 
Non Operating Incomes ........... 000.00 O1 000.00 00 
Non Operating Expense .......... 000.00 03 000.00 00 
SIGUMEAMMILU cctcisrajcvelsveie are a'e-esn'ehusiae 000.00 10 000.00 00 
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Chapter Programs, 1933-34 


(Hamilton, Winnipeg and Vancouver programs not yet available) 


MONTREAL 

1933 

September 23rd— 

Inspection at Shawinigan Falls. Shawinigan Water & Power Co. 

—Power Plant. Shawinigan Chemicals Ltd.—Carbide Plant. 
October 6th— 

Opening Dinner. “The Influence and Weight of Debt Charges 
upon Costs—in Industrial Production and Public Administra- 
tion.” Honorable H. H. Stevens, LL. D., Minister of Trade 
and Commerce. 

October 20th—(a) 

“Some Aspects of Industrial Retraction.” G. I, MacKenzie, B.Sc., 
Northern Electric Co. Ltd. 

“The Question of Price.” G. H. Houston, Ralph-Clark-Stone 
Ltd., Toronto, Ont. President: Can. Soc. of Cost Accoun- 
tants and Industrial Engineers. 

November 3rd— 

Annual Meeting—X Y Z Company Limited. President—L. N. 
Buzzell, C.A.; V.-Pres. in charge of Plant Operations—Paul 
E. Dufresne; Sect.-Treas.—G. T. Bowden, M.C.I., A.C.LS. 

November 17th— 

“Banking Systems of Canada, Great Britain and the United 
States.” Dr. J. P. Day, B.A., B.Sc., Phil. Prof of Economics, 
McGill University. 

December 1st—(b) 

“Social Welfare in the Factory and its Relation to Cost Account- 
ing.” P. F. Seymour, C.A., Robt. Wilson & Co. 

“Accountants and Engineers—are they Educated Men”. Dr. F. O, 
Streddor, M.A., Ph.D., Principal, Sir George Williams College. 

1934 

January 12th— 
Social Evening (Smoker). 
January 26th— 

“Inventory Valuations and Hedging.” Prof. Lucien Favreau, 
C.P.A. Professor of Accountancy, Ecole des Hautes Etudes 
Commerciales de Montreal. 

February 9th—(c) 

“Factors Contributing to Bankruptcy.” L. N. Buzzell, C.A,, 
Clarkson, McDonald, Currie & Co. 

“Statistics—Their Use and Abuse.” Prof. Herbert Tate, B.Sc., 
M.A., Professor of Mathematics, McGill University. 
February 23rd— ; 

“Economic Aspects of Passenger Transportation Systems in 
Medium and Small-sized Cities.” Richard E. Heartz, B.Sc., 
M.E.LC., P.E.Q. Assistant Engineer, Shawinigan Engineer- 
ing Co., Ltd. 

March 9th— 
Open Forum. Students and Members. 
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March 23rd—(d) : 
“Fraud in Accounts—Its Detection and Prevention.” H. W. 


Blunt, C.A., A. K. Fisk, Skelton & Co. 

“Accounting Difficulties—Cost and otherwise.” Prof. R. R. 
Thompson, M.C., V.D., A.C.A., C.A., Chairman of the De- 
partment of Accountancy, McGill University. 

April 6th— 

“The Bankruptcy Act.” Jacques Panneton, Panneton & MacKay. 
April 20th— 

Annual Dinner. 
a, b, c, d—Series of especial interest to younger accountants. 





TORONTO 


(1) October 10, 1933 (Tuesday). 
Subject: The Price Question and the Possible Effects of the N.R.A. 


Speaker: Mr. G. H. Houston, President of The Canadian Society 
of Cost Accountants and Industrial Engineers; Secretary, 
Rolph-Clark-Stone Ltd., Toronto. 

A discussion of a timely topic, and a message from the President 

of our Society which will be of outstanding interest to business 

men and accountants. 
(2) October 27, 1933 (Friday). 
Subject: The Duff Report and Its Underlying Principles. 
Speaker: Mr. D. W. Buchanan, M.A., University of Toronto. 
What is the Railway Problem in Canada and Why? An analysis 
of the Duff Report. How much of the problem is due to over- 
building, over capitalization, and high interest charges? The fu- 
ture of rate structures. 
November 20, 1933 (Monday). 
Subject: Budgetary Control. 
Speaker: Mr. J. Fowler, The Robert Simpson Co. Ltd., Toronto. 
A summary of the principals and practice of budgetary control 
with the rising complexity of business. An analysis of the in- 
tegration of a system from the dual standpoints of number and 
variety of products and departmental and functional necessities. 
(4) December 15, 1933 (Friday). 

Subject: Textile Costs. 

Speaker: Mr. W. G. Berner, C.A., of Toronto Carpet Mfg. Co. Ltd. 

Mr. Berner’s Company and its subsidiaries are manufacturers of 

carpets, cloth and allied products. He is, therefore, well qualified 

to give an interesting, practical talk on the accounting and cost- 
ing problems and methods in his industry. 
(5) January 24, 1934 (Wednesday). 

Subject: Export and Import Problems. 

Speaker: Mr. J. E. Carruthers, Dominion Motors, Ltd. 

Mr. Carruthers, one of our active members for many years, and 

a former chairman of Toronto Chapter, is highly qualified to 

speak on this practical subject. He is a director of his company, 

and has been closely concerned with its importing and exporting. 
(6) February 23, 1934 (Friday). 

Subject: Advertising in Relation to a Period of Depression. 

Speaker: Denton Massey, of Philp, Massey & Co. Ltd., Toronto. 

The basic economic incentive for advertising. Kinds of adver- 

tising and media. Measurements of results. In common with 

deflation in other economic activities, do certain phases of adver- 
tising lead to counter-current trends? What is the intrinsic 
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CHAPTER PROGRAMS 


value of repetition? 
(7) March 21, 19384 (Wednesday). 
Subject: Public Utility Costs. 
Speaker: Messrs. G. Appleton, Chief Accountants, Toronto Hy- 
dro-Electric System; 
E. J. Tucker, Assistant, General Manager, Consumers’ Gas Com- 
pany of Toronto; 
W. McNeill, Auditor, Bell Telephone Company of Canada; and 
J. G. Coulthard, Chief Accountant, Toronto Transportation Com- 
mission. 
An outline of the accounting and costing problems of public 
utilities. 
(8) Closing Dinner Meeting. 
Subject and Speaker to be announced later. 





CENTRAL ONTARIO 


1933 

October 12 (Thursday) 6.30 p.m., Guelph (Guelph Armouries) 
Speaker: G. H. Houston, Rolph-Clark-Stone, Ltd., Toronto. 
President, C.S.C.A. & LE. 

Subject: “The Price Question and the Possible Effects of the 
N.R.A.” 

November 16 (Thursday) 6.30 p.m., Kitchener (Walper Hotel) 
Speaker: W. W. Foot, Economical Mutual Fire Insurance Co., 
Kitchener. 

Subject: “General Investment Principles.” 

December 14 (Thursday) 6.30 p.m., Galt (Iroquois Hotel) 

Speaker: H. A. Shiach, F.C.A., Rutherford Williamson & Co., 
Toronto. 

Subject: “Financial Statements” 

1934 

February 21 (Wednesday) 6.30 p.m., Kitchener (Walper Hotel) 
Speaker: K. M. Horton, Cosmos Imperial Mills, Ltd., Hamilton. 
Subject: “Process Costs in a Textile Plant.” 

March 22 (Thursday) 6.30 p.m., Galt (Iroquois Hotel) 

Speaker: E. W. Carpenter, Consolidated Industries Ltd., Toronto. 
Subject: “The Economics of Cost Accounting.” 
April or May, Guelph—Details to be announced later. 


Department Store Santa Claus—And what is your name, my 


little man 
Little Boy—Gee, what an old can you are! Dontcha remember? 


I told you my name last year. 
- * * 


And how is your husband getting on with his reducing exercises, 


Mrs. Neuquids?” 
“You’d be surprised—that battleship ’e ’ad tattooed on ’is chest 


is now only a rowboat.” 
* * * * 


Mistress: Did you enjoy your day at the seaside, Mary? 
Mary: No, I didn’t, mum, all the picture ’ouses was full, so we 
’ad ter wander round the beach and watch the ships all day! 
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| CHAPTER NOTES | 


TORONTO 








Reported by W. A. McKague, general secretary. 


Toronto Chapter started the season on October 10th, with about 
35 members and guests present. G. H. Houston, president of the 
Society, spoke on “The Price Question and the Possible Effects of the 
NRA”. It was evident that Mr. Houston was in intimate touch with 
price problems, and had considered from many angles the possibili- 
ties of the new program being attempted in the United States. He 
emphasized the need for business firms to realize the folly of ac- 
cepting business at prices below actual costs, and he also showed 
how it was becoming more and more necessary for industry to de- 
velop “self-regulation” through trade associations or other means, 
otherwise they would be regulated by government. Mr. Houston’s 
address will be printed in Cost and Management shortly. 

The second meeting of the season, as usual, outnumbered the 
first in attendance. It was held on October 27th, with about 47 
members and uests on hand. The speaker was D. W. Duchanan, 
M.A., of the University of Toronto, who gave a lucid statement of 
the railway problem in Canada and what it meant in terms of freight 
rates, capitalization, and burden on the public exchequer. 

On both occasions live discussions followed the addresses. 

The next meeting will be on November 20, with J. Fowler, of 
the Robert Simpson Co. Ltd., speaking on “Budgetary Control”. This 
subject has been of exceptional interest in recent years, and a large 
attendance may be expected. 





CENTRAL ONTARIO 


Reported by C. B. Taylor, Secretary-treasurer. 


The opening meeting of the fall term for this Chapter was held 
at the Guelph Armories, Guelph, October 12th. This was a dinner 
meeting at 6.30 followed by an address by Mr. G. H. Houston, sec- 
retary of Rolph-Clark-Stone, Ltd. Toronto and president of our So- 
ciety. 

Approximately thirty members and guests attended and Mr. 
Houston’s address was very much appreciated. His subject “THE 
PRICE QUESTION AND THE POSSIBLE EFFECTS OF THE NRA” 
was dealt with exhaustedly and proved to be a subject in which all 
were vitally interested. This Chapter upheld its representation for 
submitting queries to the speaker when the meeting was later thrown 
open to discussion. Mr. Houston was bombarded from right and 
left with queries on the part of a wide number of those present. At 
the conclusion a hearty vote of thanks was conveyed to Mr. Houston 
and hope was expressed that we might again have the privilege of 
hearing Mr. Houston at some future time. 
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VANCOUVER 


Reported by Maurice Willis, secretary 


At last we have found a firm where the men have not been cut 
but on the contrary where they are getting wages for 48 hours work 
when they only work 40 hours. Mr. G. S. McGlashan, of the B.C. 
Sugar Refining Company Ltd., and member of the Vancouver Chap- 
ter, brought out this point when he spoke at a meeting held on Tues- 
day evening, October 10th, at the Associated Dairies Ltd. Committee 
Room, his subject being ‘Practical Costing’. 

In his well rendered lecture, Mr. McGlashan, brought out prob- 
lems which had been and are being met in controlling expenses at the 
sugar refinery. We were told that costs did not regulate the price 
of sugar as this commodity was ruled by world markets, but were 
necessary in controlling the various items of expense. 

Among the chief items of expense were the various packages 
used, but by experimenting and studying local and eastern markets 
a cheaper package was made which served the purpose just as well 
and saved hundreds of dollars in the year on that article alone. 

The method of computing labour costs was next taken up by the 
speaker and we were shown how all the men had been kept on in 
the firm by giving them sundry jobs of repairing and cleaning in 
erder to keep them all busy. The meeting was then thrown open for 
discussion and many questions were asked. 

The speaker then took material and showed how this item was 
taken care of at the B.C. Sugar Refining plant. This firm we were 
told have their own elaborate machine shop also their own printing 
and paper bag making machines. These had been installed as it was 
found that the wax paper bag linings were hard to procure from 
outside sources and delivery very uncertain. 

Returns of small and large articles to stock through the disman- 
tling of machinery was explained, it had been found that if small 
articles such as nuts and bolts were returned at ‘no-cost’ the men 
were liable to take whatever they required for their own personal 
use, whereas the larger articles could be returned to stock at ‘no- 
cost’ as no one would think of picking up a valve or anything of that 
nature. 

Naturally a check is kept on all articles and any discrepancies 
are investigated. 

The meeting was again thrown open for discussion and the 
speaker was asked quite a few questions. 





HAMILTON 


Reported by R. Dawson, Secretary-treasurer 





; The Hamilton Chapter got away to a flying start with it’s open- 
ing meeting of the season on October 4th. when the president of the 
Society, Mr. G. H. Houston, spoke on “A Question Of Price.” 

Not only was there a good attendance but the meeting was one of 
the best in the history of the chapter. Mr. Houston deprecated the 
price cutting so much in evidence and lauded the workings of the 
N.R.A. He advocated a system of trade associations to prevent price 
cutting and this caused quite a lengthy discussion. Mr. Houston was 
accorded a hearty vote of thanks at the close of his address. 
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The next meeting of the chapter will be held on November Ist., 
when Mr. W. R. Ward of the Dominion Natural Gas Co., will speak 
on “Public Utility Rate Structures”, and on November 15th., Mr. 
E. W. Carpenter of Toronto will speak on “The Economics Of Cost 
Accounting”. 

The program is almost completed and some very fine meetings 
are in store for the members. 





MEMBERSHIP CHANGES 


The following resignations were received in October: 
Dempster, Jas., C. A., Sharpe, Milne & Co., Montreal. 
Scott, C., Recording & Statistical Corporation Ltd., Toronto. 
Wilkinson, R., C.A., The Robert Simpson Co. Ltd., Toronto. 
Faulkner, F. B., Granby Consolidated Mining & Smelting Co., Anyox, 


-C. 
The following are new members of the Society: 
Montreal 
Bishop, A. E., C.A., P. S. Ross & Sons, Montreal. 
Favreau, L., L’Ecole des Hautes Etudes, Montreal. 
Joule, W. G., C.A., Price, Waterhouse & Co., Montreal. 
Laing, J. A., Canada Malting Co. Ltd., Montreal. 
Renaud, J. G., c/o J. B. Lefebvre, Montreal. 
Sanford, W. D., Canadian Marconi Co. Ltd., Montreal. 
Wert, W. H., C.A., Sharpe, Milne & Co., Montreal. 
Toronto 
Conder, L. E., Recording & Statistical Corporation Ltd., Toronto. 
Glassco, J. G., C.A., Clarkson, Gordon, Dilworth, Guilfoyle & Nash, 
Toronto. 
Hawkins, F. G., Pendrith Machinery Co. Ltd., Toronto. 
Smith, H. R., Taylor Instrument Companies of Can. Ltd., Toronto. 
Yeomans, R., Brigdens Ltd., Toronto. 
Hamilton 
Smitton, W. G., Dominion Foundries & Steel Ltd., Hamilton. 
Central Ontario 
Marshall, A. H., Taylor Forbes Ltd., Guelph. 
Odendahl, R. T. F., LaFrance Textiles Ltd., Woodstock. 
Winnipeg 
Hurley, W. M., C. A., W. M. Hurley & Co., Winnipeg. 
Sinclair, N. T., Canada Packers Ltd., St. Boniface, Man. 
Vancouver 
Phillips, T. F., Sterling Food Markets Ltd., Vancouver. 
J. E. McKee, of International Business Machines, Ltd., has been 
moved from Montreal to Toronto. 
J. W. Evans, of Canadian Industries Ltd., has been moved from 
Windsor to Montreal. 
E. R. Maloney, of United Typewriters, Ltd., has been moved from 


Toronto to Montreal. 
T. Weir, C.A., of Clarkson, Gordon, Dilworth, Guilfoyle & Nash, 


has been moved from Windsor to Toronto. 
E. Tailby, I.P.A., of Kitchener, has moved his office to 501 Medi- 
cal Arts Bldg., Kitchener. 
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REFERENCE LITERATURE 


RECEIVED IN OCTOBER 


























Depreciation and Obsolescence. The Incorporated Accountants 
Journal, October. 

Oil Company, The Accounts of, Part 6. Journal of Accountancy, 
October. 

Mechanical Accounting. The Cost Accountant, September. 

Machinery in Business. The Accountants’ Journal, October. 

Cost Accountant as the Key Man in shaping Policies. N. A. C. 
A. Bulletin, Oct. 1. 

Production Control as a Remedy for the Depression. N. A. C. A. 
Bulletin, Oct. 1. 

Costs, Statistical And Accounting. N. A. C. A. Bulletin, Oct. 1. 

Cost of Market, Whichever is Lower. N. A. C. A. Bulletin, 
Oct. 15. 

Material, Accounting for Use and Control. N. A. C. A. Bulletin, 
Oct. 15. 

Utilitization. N. A. C. A. Bulletin, Oct. 15. 

Public Utility, Recording of Transportation Equipment Expense. 
American Accountant, October. 

Property Control, Application of Tabulating Equipment te. 
American Accountant, October. 

Telephone Service, The Hague, Wage-Bookkeeping of the Muni- 
cipal, The Accountant, Sept. 23. 

lag Expense, Practical Control of. The Accountant, October 
ty > . 

Electricity Undertaking, Application of Punched Card Methods 
to the Accounting Work of. The Accountant, Oct. 21. 

National Industrial Recovery Act. What Constitutes Selling 
Below Cost Under. The Certified Public Accountant, October. 





“Have you seen Miss Ransome since she inherited a fortune?” 
“Yes. She is greatly changed.” “How?” “Well, she used to be 
frightfully skinny, and now she’s divinely slender!” 

* a * * 


“We don’t care what you think; we want to know what you 
know,” remarked the lawyer. 
“Well, I may as well get off the stand, then,” said the witness. 
“T can’t talk without thinking. I am no lawyer.” 
ok x * * 


“Ah, me!” said the Scotch Presbyterian old lady of great piety, 
“our first minister was a most powerful preacher; he kicked three 
pulpits to pieces and banged the in’ards out of five Bibles!” 

~ * * * 


One point of difference between a poor man and a millionaire 
is that one worries over his next meal and the other worries over 
his last. 

* * a * 

Patient—Doctor, how are my chances? 

Doctor—Oh, pretty good, but I wouldn’t start reading any con- 
tinued stories. 
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THE TREND OF PRODUCTION COSTS 


5 _Commodity prices as measured by the Dominion Bureau of Sta- 
tistics index number which is based on the year 1926, declined from 
69.4 in August to 68.9 in September. The following is a comparison 
by main groups: 

Sept. August - Sept. 
1932 1933 1933 

Foods, beverages & tobacco 62.2 66.4 64.7 
Other consumers’ goods 77.8 76.2 17.4 
PU COMBUMETE GOOUB. .. ossissicccccsswress MIG 72.3 72.3 
Producers’ equipment 88.1 85.2 85.6 
Building & construction materials 76.2 80.7 80.8 
Manufacturers’ materials 54.6 62.0 60.4 
All producers’ materials .............0.... 58.5 65.4 64.1 
All producers’ goods 61.5 67.4 66.3 
All commodities 65.9 69.4 68.9 

The principal advances in September were in the following: 
Dried fruits, eggs, wool yarns, tin. The principal declines in Sep- 
tember were in: Domestic fresh fruits, grains, flour and milled 
products, vegetables oils, vegetables, furs, hides and skins. 





Mrs. Gabbins—Here is an interesting article “What A Woman 


Should Weigh.” 
Husband—Does it, by any chance, mention her words?” 
*x * x 


Girl: “Why didn’t you tell me I had a dab of rouge on the tip 
of my nose?” 
Escort: “How should a man know how you girls want to wear 
your complexion?” 
* « * ~ 
Foreman (on excavation job): “Do you think you are fit for really 
hard labor?” 
Applicant: “Well, some of the best judges in the country have 
thought so.” 
* + * * 
Officer: “Say, look here; you can’t stop here.” 
Motorist: “I can’t eh?” Well, officer, maybe I shouldn’t stop here, 
but you don’t know this car like I do.” - 
* 
“How many fish was it that you said: you caught Saturday, 
Ernest?” 
“There were six of them, dear. Don’t you remember 
“Yes, that was what I thought you said, but the fish market has 
made a mistake again. They've charged us for eight.” 


” 


An Easterner stood on the veranda of a little western hotel and 
watched the sun go down. 

“By George,” he exclaimed to the native sitting nearby. ‘That’s 
certainly a gorgeous sunset, isn’t it?” 

“Not bad,” was the answer. ‘Not bad for a little place like 
Hoopville.” 

* * * * 

The Boss (who has just dropped in on the football game)—So 
this is your uncle’s funeral, Bob? : 

Office Bop (with great presence of mind)—Looks like it, sir. 
He’s the referee. 
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